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Tur Bureau of Economic and Business Research of the 
Temple University School of Business and Public Admin- 
istration was organized to provide a vehicle for stimulat- 
ing and coordinating analytical studies. Its primary 
objectives include (1) service to the alumni as well as to 
the faculty and students of the University by bringing 
to their attention pertinent developments in the world of 
business, and (2) service to business and government by 
making contributions to the solution of specific problems. 
To this end, the Bureau both carries on specialized research 
and publishes quarterly the Economics and Business 
Bulletin, containing some of the significant results of its 
current studies. 


The reader’s appraisal of the Bulletin and comments 
upon it are solicited. The Bureau also will appreciate 
receiving suggestions and requests for particular studies. 


The opinions and views expressed in the articles con- 
tained in this Bulletin are those of the writers and cannot 
be construed as the official opinions or policies of the 
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The 1960 Elections: Retrospect and Prospect 
by WILLIAM J. McCKENNA* 


This article discusses the issues and the 
personalities of the presidential campaign 
of 1960. It also provides an analysis of 
the vote by state groupings, the con- 
gressional vote, and the factors which 
influenced the outcome of the election. 
An appraisal is also made of the possible 
outcome of the congressional and sena- 
torial elections of 1962, and a preliminary 
observation is made concerning the 
presidential election of 1964. 


ON November 8, 1960, Democratic Sena- 
tor John F. Kennedy of Massachusetts 
defeated Republican Vice President Rich- 
ard M. Nixon in the closest presidential 
election since 1884. Senator Kennedy’s 
margin of victory was 113,057 votes out 
of a total popular vote of 68,832,778. 
Senator Kennedy! received the Demo- 
cratic nomination for president on the 
first ballot in a tense, exciting convention 
in Los Angeles. The convention had 
been preceded by one of the best-organ- 


ized and well-financed campaigns in re- 


cent decades. Senator Kennedy’s defeat 
of Senator Hubert Humphrey of Minne- 
sota in the Wisconsin primary was a 
major personal triumph in a state 
thought to be favorably disposed toward 
Senator Humphrey. Although the Wis- 
consin primary victory of Senator Ken- 
nedy was decisive,? it was the Kennedy 
victory in Protestant West Virginia that, 
in retrospect, was by far the most im- 


*William J. McKenna is an Assistant Pro- 
fessor of Economics in the Temple Uni- 
versity School of Business and Public 
Administration. 

1Senator Kennedy had narrowly missed be- 
ing nominated as the Democratic candidate 
for Vice President in the convention of 1956. 
His close defeat by Senator Estes Kefauver 
of Tennessee projected Senator Kennedy upon 
the national scene, and subsequently launched 
him on a four-year campaign to secure the 
Democratic nomination for President in 1960. 

2Senator Kennedy received 56 percent of 
the popular vote in Wisconsin and two-thirds 
of the delegates, but there was some feeling 
that his victory was the result of the heavy 
Catholic population in Wisconsin. 


portant step toward the Democratic 
presidential nomination. It proved that 
his Catholic religion was not a barrier 


to victory, even in an overwhelmingly 
Protestant state.’ 


Success in West Virginia, while it 
greatly enhanced Senator Kennedy’s 
chance for the Democratic presidential 
nomination, did not mean that the nomi- 
nation was to be his on a silver platter. 
In fact, it precipitated the announcements 
by Senator Stuart Symington of Mis- 
souri and Senator Lyndon B. Johnson 
of Texas of their intents actively to seek 
the nomination. It also led to an in- 
tensified effort by the pro-Stevenson4 
supporters to win delegates for their 
candidate. Only Senator Johnson’s candi- 
dacy proved to be a formidable threat 
to the Kennedy nomination at the con- 
vention. Yet, Senator Johnson was able 
to secure only approximately 400 votes 
at the Convention — far short of the 
number needed to stop the Kennedy 
nomination on the first ballot.5 


Unlike the Democratic convention of 
1956, the selection of the Vice Presiden- 
tial nominee was not made by an “open 


8The Catholic population of West Virginia 
was approximately 5 percent of the state 
total (compared with approximately 30 per- 
cent in Wisconsin). A defeat in West Vir- 
ginia might well have been fatal to Senator 
Kennedy’s quest for the Democratic presi- 
dential nomination. His victory in West 
Virginia by 60 percent of the popular vote 
was even greater than it had been in Wis- 
consin and caused the withdrawal of his 
opponent, Senator Humphrey, as a candidate 
for the presidential nomination. 


4Adlai Stevenson, the Democratic standard- 
bearer in 1952 and 1956, was not an “active 
candidate” for the Democratic presidential 
nomination. Yet he refused to withdraw his 
name from consideration at the convention. 
As a result, his supporters were active and 
enthusiastic at the Los Angeles convention. 
Some of the best speeches at the convention 
were made in support of his candidacy, but 
he received only small delegate support. 

5Former President Truman had urged 
Senator Kennedy to withdraw from the presi- 
dential nomination race with this eldeyv 
statesman, advice, “Senator, are you certain 
that you are quite ready for the country 
or that the country is ready for you in the 
role of President in January, 1961?” 
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convention®” but was left to Senator 
Kennedy. To the surprise of most of 
the delegates, Senator Kennedy’s choice 
of his running mate was Senator Lyndon 
B. Johnson of Texas, his chief opponent 
for the presidential nomination. The 
selection of Senator Johnson was initially 
opposed by many delegates from the 
liberal Northern wing of the party, but 
these delegates finally agreed, in the in- 
terest of party unity and harmony, to 
accept Senator Johnson as the party’s 
vice presidential nominee.?7 This choice 
proved to be a crucial factor in the vic- 
tory of the Democratic Party in Novem- 
ber, for Texas, North Carolina, and 
South Carolina voted for the Kennedy- 
Johnson ticket. Victory in these states 
was attributed to the presence of Sena- 
tor Johnson® on the ticket. 


The Nixon-Lodge Ticket 


Opposed to Kennedy and Johnson was 
the Nixon-Lodge ticket. Vice President 
Nixon was twice elected to that office 
and had been the chief campaigner for 
the Republican Party in the Congress- 
ional elections of 1954 and 1958. He had 
behind him the immense popularity of 


6At the 1956 Democratic Convention, the 
choice of Adlai Stevenson’s running mate was 
left to the convention itself. The result was 
a surprisingly close battle between Senator 
Estes Kefauver of Tennessee and Senator 
Kennedy. Ironically, a major source of Ken- 
nedy’s support came from the _ Southern 
states. Mr. Stevenson commended the con- 
vention for its method of selecting the vice 
presidential nominee, and _ criticized the Re- 
publican Convention for the “railroading” of 
its own vice presidential nominee. 

7Senator Johnson had previously disclaimed 
any interest in the vice presidential nomina- 
tion. Senator Johnson was also his party’s 
nominee in Texas for re-election to the Uni- 
ted States Senate. This unusual procedure 
is in keeping with Texas Law. 

Mr. John Nance Garner, the Democratic 
candidate for Vice President in 1932 also ran 
and was re-elected for the House of Repre- 
sentatives. He later resigned from Congress 
to assume the office of Vice President. Mr. 
Johnson was re-elected to the Senate, by 
approximately 400,000 votes, far above the 
46,000 margin of the Kennedy-Johnson ticket 
in Texas. On January 3, 1961, Senator 
Johnson resigned as United States Senator 
three minutes after being sworn in for his 
third term, and Governor Price Daniels of 
Texas appointed William A. Blakely to serve 
until a special election can be held, within 
60 to 90 days. 

8Texas had voted for Eisenhower in 1952 
and 1956. In 1960, South Carolina gave the 
Kennedy-Johnson ticket a slim majority of 
less than 10,000 votes. 


President Eisenhower, the united sup- 
port of the various state Republican or- 
ganizations, and eight years of experi- 
ence as Vice President. His nomination 
at the Chicago convention was virtually 
unopposed.® Senator Barry Goldwater, 
the spokesman of the conservative wing 
of the Republican Party, received only a 
scattered token vote. 


Mr. Nixon’s selection of United 
Nations’ Ambassador Henry Cabot 
Lodge!® as his running mate was no 
surprise to the convention. Ambassador 
Lodge was selected because of the im- 
portance which Vice President Nixon 
attached to the issue of foreign affairs 
in the campaign. The experience of 
Ambassador Lodge in the United Nations 
had made his name well known through- 
out the nation and had given him a repu- 
tation of “being tough with the Rus- 
sians” — a distinct advantage in the 
“Cold War” that had been waged since 
1948. 


THE CAMPAIGN 


The 1960 Presidential campaign got 
off to a flying start with a visit by Vice 
President Nixon to Hawaii11 immediately 
after the close of the Chicago Conven- 
tion. Soon after the Hawaii visit, Nixon 
began his campaign in the South. A knee 
injury in North Carolina, however, hos- 


9In 1956, Harold Stassen, the former gover- 
nor of Minnesota and a candidate for the 
Republican Presidential nomination in 1944 
and 1948, had led a one-man campaign to 
sidetrack Mr. Nixon in favor of Christian 
Herter (later Secretary of State under Presi- 
dent Eisenhower). The campaign of Stassen 
was a complete failure and he wound up 
seconding the nomination of Mr. Nixon. In 
1960, Stassen supported Nelson Rockefeller 
for the nomination before the convention. 
This effort also met with no success. 

10Mr. Lodge had been defeated by Mr. 
Kennedy for the office of United States Sena- 
tor in 1952. Although Kennedy defeated 
Lodge by only 79,000 votes, the Kennedy 
victory had come in the face of an over- 
whelming victory for Mr. Eisenhower in 
Massachusetts. 

llHawaii was expected to vote Republican 
in November and Kennedy never visited this 
State. Ironically, Hawaii was counted as 
won by Nixon until a late recount in Decem- 
ber gave the State’s three electoral votes to 
Kennedy by 115 votes. Alaska, which had 


been expected to be Democratic, gave Nixon 
a majority of several hundred votes. The 
last-minute visit to Alaska by Nixon may 
have been a factor in this result. 
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pitalized Mr. Nixon for two weeks. 
Senator Kennedy did not let any grass 
grow under his feet. He made several 
trips to strategic areas of the nation 
before preparing for the resumption of 
the recessed session of Congress.12 


Senator Kennedy formally opened his 
campaign for the presidency with a 
Labor Day speech at Detroit. From that 
day on, the campaign continued intensely 
until the evening of the election. 


An important turning point in the 
campaign (at least as far as increased 
public interest was concerned) was the 
first nationwide television “debate” be- 
tween Vice President Nixon and Senator 
Kennedy. The debate of September 21 
was viewed by the largest audience (75 
million) ever to watch a political tele- 
vision broadcast. Before this debate the 
Republican Party had made much of the 
so-called immaturity and inexperience of 
Senator Kennedy; but under the merci- 
less klieg lights, Vice President Nixon 
appeared tired, nervous, and almost 
sick. His answers to the panel of ques- 
tioners seemed to be defensive in charac- 
ter and much less positive than had been 
expected.13 Senator Kennedy, on the 
other hand, appeared to be sure of him- 
self, self-possessed, and on the offensive 
in his answers. The result of this Sep- 
tember debate was that the issues of 
Senator Kennedy’s inexperience and im- 
maturity were blunted and lost much of 
their force. 


Another of the immediate results of 
this first debate was not so much a shift 


12The failure of the Kennedy-Johnson lead- 
ership to secure passage by Congress of any 
of the major bills backed by them probably 
marked the low point in the campaign for 
the Democratic ticket. Senator Kennedy was 
then less sanguine concerning his chances 
for a November victory than at any other 
point during the campaign. 

13Those who listened to the debate on the 
radio received a much better impression of 
Mr. Nixon than did the television viewers. 
Many believe that had Mr. Nixon not en- 
gaged in the television debates, he would 
not have lost the election. This will always 
be one of the “ifs of history.” It must be 
remembered, however, that if a _ so-called 
inexperienced and immature candidate is 
able to stand up effectively to a so-called 
experienced and mature candidate, that very 
fact rebounds to his benefit and to the detri- 
ment of his opponent. 


of the listening public to Mr. Kennedy 
as it was the encouragement it gave to 
many of Mr. Kennedy’s’ supporters 
which led them to work more actively 
for his election. The enthusiasm gener- 
ated among Mr. Kennedy’s followers 
after this debate, no doubt, resulted in 
an increased effort to work for Mr. 
Kennedy’s election, and to get out the 
vote in November. Although it was 
generally agreed that Mr. Nixon’s im- 
pression in the three subsequent tele- 
vision debates was favorable, he was 
never able to re-establish his “image” as 
the mature and experienced candidate, 
or, at least, he was unable to make really 
effective the Republican Party’s asser- 
tion that Senator Kennedy was inexperi- 
enced and immature. President Eisen- 
hower’s intervention in the campaign on 
behalf of Mr. Nixon, while it may have 
decreased Senator Kennedy’s majority, 
came too late in the campaign to be de- 
cisive. 


Campaign Issues 


In his television debates and in his 
many speeches throughout the country, 
Senator Kennedy hammered relentlessly 
upon the issues constituting his New 
Frontier: 

(1) The declining prestige of the 
United States abroad; 

(2) The slowdown in the rate of the 
economic growth of the United 
States vis-a-vis Russia and Europe; 

(3) The rapid of Russia in 
missiles and in offensive weapons; 

(4) The negative foreign policy of the 
Republican Party; 

(5) The failure of the Republican 
— to solve the farm problem; 
an 

(6) The opposition of the Republican 
Party to welfare programs such 
as medical care for the aged, hous- 
ing, urban redevelopment, aid to 
depressed areas, and raising the 
minimum wage to $1.25 an hour. 

Vice President Nixon vigorously chal- 
lenged the assertions of Senator Kennedy 
and alleged that the eight years of Re- 
publican leadership under President 
Eisenhower had: 


(1) Raised the prestige and military 
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power of the United States to an 
all-time high; 


Resulted in the greatest over-all 
economic growth during any ad- 
ministration in recent decades; 


Made unprecedented progress in 
the missile and defense fields; 


Raised total employment to an 
all-time high; 


Brought inflation under control 
and restored fiscal responsibility 
in government; 


Made great strides in civil rights 
legislation; 


Proposed a realistic and practical 
solution of the farm problem; and, 


Made great strides in education, 
housing, medical care, and Social 
Security. 

The Roles of 

Johnson and Lodge 


The roles of Senator Johnson and 
Ambassador Lodge in the campaign were 
quite active, but naturally were over- 
shadowed by those of Senator Kennedy 
and Vice President Nixon. Senator 
Johnson made several trips to the im- 
portant Northern states but, confined 
his principal campaigning to the vital 
South. The Johnson campaign was par- 
ticularly effective in North Carolina, 
South Carolina and Texas. In these 
states he campaigned as a Southerner!4 
and urged the leaders of these states to 
remain loyal to the Democratic Party. 
Without these three states and their 46 
electoral votes Senator Kennedy might 
well have lost the election, for Nixon 
then would have had 266 electoral votes 
to 257 for Kennedy. The 14 unpledged 
electors would then have held the bal- 
ance of power and could have swung to 
Mr. Nixon or thrown the election into 


(2) 


(3) 
(4) 
(5) 


(6) 
(7) 
(8) 


14When he was seeking the nomination for 
the Presidency, Johnson described himself 
as a national rather than a geographic can- 
didate. This was done in an attempt to 
win support of non-Southern delegates. It 
is thought by some that the harassment of 
Senator and Mrs. Johnson by a Republican 
crowd in Dallas, Texas, offend many 
Southerners as lacking in chivalry and that 
such actions by the Republicans lost critical 
votes for the Republican Party. 


the House of Representatives.15, Am- 
bassador Lodge campaigned in many. 
states, including several in the South, 
but confined himself principally to the 
issue of foreign affairs and the success- 
ful role he had played in the United 
Nations for the United States. When 
Ambassador Lodge discussed issues other 
than foreign affairs, his success was less 
than notable. Thus, when Mr. Lodge 
asserted that a Negro1® might be ap- 
pointed to the Cabinet in the event of a 
Republican victory, there arose much dis- 
agreement not only in the South but also 
in the North. This assertion may have 
cost the Nixon-Lodge ticket important 
votes in South Carolina, North Carolina, 
and Texas and, at the same time, it seems 
to have failed to attract important Negro 
support in the North. Again, when Mr. 
Lodge stated that he thought some fed- 
eral aid should be given to parochial 
schools, he offended many who were in 
opposition to such a proposal. 


ANALYSIS OF THE 
VOTE BY STATES 

The 1960 Presidential election proved 
to be the closest since 1884 when Grover 
Cleveland defeated James G. Blaine by 
only 62,68317 votes and by an Electoral 
College vote of 219 to 192.18 In 1960, 


15If the election has been decided by the 
House of Representatives, each state would 
have one vote. Since a Democratic con- 
gressional majority was prevalent in 29 of 
the 50 states, such an election might well 
have gone to Kennedy unless the Southern 
States voted for Mr. Nixon. 

These unpledged electors finally cast their 
votes for Senator Byrd of Virginia for Presi- 
dent, and Senator J. Strom Thurmond of 
South Carolina for Vice President. 

16Mr. Kennedy did, in fact, offer a Negro 
(Representative Dawson of Illinois) the post 
of Postmaster-General in the Cabinet, but 
this offer was declined by the 74 year old 
Mr. wson. In the campaign, owever, 
both Mr. Kennedy and Mr. Nixon refused 
to promise a Cabinet post for a Negro. Dur- 
ing the campaign Mr. Kennedy also vigor- 
ously stated that he was opposed to federal 
aid for parochial schools. 

The election of 1880 was even closer. 
Garfield, in that election, defeated Hanceck 
by only 7,018 votes. The total third party 
that election numbered approximately 

18In the 1884 election Benjamin F. Butler 
of the Greenback Party received 249,506 votes, 
and John P. St. John of the Prohibition Party 
received 146,934 votes. Thus, Cleveland re- 
ceived less than 50 percent of the total popu- 
lar vote. In 1884 Cleveland had 4,911,017 
votes to Blaine’s 4,848,334. 
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TABLE 1 TABLE 2 
Percentage of the Total Popular Vote Total Number of States Won by the 


Secured by the Winning Candidate, 
Selected Presidential Elections, 


1824-1960 

Winning Percentage of 
Year Candidate Popular Vote 
1824 Adams 29.8 
1844 Polk 49.3 
1848 Taylor 47.3 
1856 Buchanan 45.3 
1860 Lincoln 39.9 
1876 Hayes 47.9 
1880 Garfield 48.3 
1884 Cleveland 48.8 
1888 Harrison 47.8 
1892 Cleveland 46.1 
1916 Wilson 49.3 
1948 Truman 49.4 
1960 Kennedy 49.7 
Source: Statistical Abstract of the United 


States, 81st Annual Edition, 1960, 
p. 347; Philadelphia Inquirer, De- 
cember 17, 1960, p. 10. 


Senator Kennedy’s total vote was 49.7 
percent of the total regular vote com- 
pared with Nixon’s 49.6 percent. This 
was the fourteenth time in the history 
of the United States that a President 
had been elected by a minority of the 
total popular vote. (See Table 1). Sena- 
tor Kennedy’s final electoral vote was 303 
compared with Nixon’s 219. A total of 
15 unpledged electors voted for Senator 
Byrd of Virginia. An unusual feature of 
the 1960 election was the fact that Nixon 
carried 26 of the 50 states,19 but he still 
lost the election because of his failure 
to carry more of the big electoral-vote 
states. Only once before since 1860 had 
a winning candidate in a Presidential 
election failed to carry a majority of 
the states. (See Table 2). 


The closeness of the 1960 Presidential 
election is reflected in the number of 
states won by less than two percent by 
Senator Kennedy and Vice President 
Nixon. The former won twelve states 
by a margin of less than two percent; 
the latter, four states. (See Table 3). 

A further breakdown of the results 
of the 1960 Presidential elections accord- 
ing to the big states, the agricultural 


19After November 8 a count of the absentee 
ballots in California resulted in a shift of 
that state from Kennedy to Nixon. In late 
December a recount of the votes in Hawaii 
resulted in a shift of that state’s three elec- 
toral votes to Kennedy. 


Republican and Democratic Parties, 
Presidential Elections, 1860-1960 


States Carried 


Winning Winning Losing 
Year Party Party Party! 
1860 R 18 11 
1864 R 22 3 
1868 R 26 8 
1872 R 29 6 
1876 R 21 17 
1880 R 19 19 
1884 D 20 18 
1888 R 20 18 
1892 D 24 16 
1896 R 23 22 
1900 R 28 17 
1904 R 32 13 
1908 R 29 17 
1912 D 40 8 
1916 D 30 18 
1920 R 36 12 
1924 R 35 12 
1928 R 40 8 
1932 D 42 6 
1936 D 46 2 
1940 D 38 10 
1944 D 36 12 
1948 D 28 16 
1952 R 39 9 
1956 R 41 7 
1960 D 23 26 


1Only states carried by either of the two 
principal parties are included. In the Civil 
War and early post-Civil War periods all 
sides did not vote. In other elections these 
parties often carried one or more sides. In 
1960, Mississippi voted for independent elec- 
tors. 


states, the Southern, and the undecided 
states reveals some interesting patterns. 


The Big Four. Included in this cate- 
gory are the states of California, New 
York, Pennsylvania, and Illinois with a 
total of 186 electoral votes. Of these 
four states, only California was won by 
Nixon (382 electoral votes). The remain- 
ing three gave Kennedy a total of 104 
electoral votes. In 1956, Eisenhower had 
carried all four of these states with a 
total popular vote of 12,576,587. In 1960, 
Kennedy polled 11,988,310 votes in these 
four states.29 


20President Kennedy’s margin of victory 
in New York, Illinois and Pennsylvania was 
far below that of President Eisenhower in 
1956. Vice President Nixon won California 
by 35,623 votes, compared with Eisenhower’s 
1956 majority of 607,533. 


Source: Calculated from: Bureau of the 
Census, Historical Statistics of the 
United States, Colonial Times to 
1957, Washington, D. C., 1960. 
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TABLE 3 


Percentage of Total Popular Vote of 
Selected States, Presidential Election, 
1960 


Elec- 
Winning __toral 
States Won By Percentage Vote 
Delaware Kennedy 50.6 3 
Illinois! Kennedy 50.0 27 
Hawaii Kennedy 50.1 
Michigan Kennedy 50.9 20 
Minnesota Kennedy 50.6 ee 
Nevada Kennedy 51.2 
New Jersey2 Kennedy 49.9 16 
New Mexico Kennedy 50.2 4 
Pennsylvania Kennedy §1.1 32 
South Carolina Kennedy 51.2 
Texas Kennedy 50.5 24 
Alaska ixon 50.9 
California Nixon 50.1 32 
Montana Nixon 51.1 4 
Washington Nixon 50.7 $ 
Total 164 


Source: a Inquirer, December 16, 


Pp. 
1Third party vote was 10,560 (0.2 percent). 
2Third party vote was 24,372 (0.9 percent). 


Industrial States. By use of this 
classification there is no intent to ex- 
clude the “big four” from the industrial 
group. Rather, it is intended to consider 
separately the four politically strategic 
states of Ohio, Michigan, New Jersey, 
and Massachusetts, all largely industrial 
in character and subject to many of the 
same influences. Only Ohio, of these four 
industrial states, was won by Nixon, and 
that state gave him the surprisingly 
large majority of 273,363.21 It had been 
expected that Ohio’s spotty unemploy- 
ment, the political popularity of Senator 
Lausche, and the political influence of 
Governor DiSalle would combine to re- 
sult in a sizeable Kennedy victory in that 
state. Post-election experts attributed 
Nixon’s Ohio victory to the effective 
political organization and unity of the 
Republicans. The victory of Senator 
Kennedy in his home state of Massa- 
chusetts fulfilled all expectations with 
a whopping majority of 510,424 votes 
(60.2%). Only Georgia (62.6%) and 
Rhode Island (63.6%) gave Kennedy a 
greater percentage of the total popular 


21Eisenhower carried Ohio 
822,955 votes. 


in 1956 by 


vote than Massachusetts.22 Senator 
Kennedy’s victory in Michigan by 66,841 
votes was closer than expected in view 
of the heavy unemployment in that state 
and the tremendous political activities of 
the labor unions. The strong candidacy 
of Republican Senator Clifford P. Case 
of New Jersey was expected to help the 
Nixon-Lodge ticket in New Jersey, but 
Kennedy won that state by the close 
margin of 22,089 in the face of a land- 
slide victory by Case.23 Thus, the three 
out of the four industrial states won by 
Senator Kennedy gave him a total popu- 
lar vote of 6,504,106 and 52 of the total 
of 77 electoral votes. 


Agricultural States. The Nixon-Lodge 
ticket made its strongest showing in the 
ugricultural states. President 
hower had carried eight of the nine agri- 
cultural states in 1956. In 1960 only 
Minnesota shifted to the Democratic 
Party.24 Missouri, which had voted 
Democratic in 1956, was won by the 
Kennedy-Johnson ticket in 1960 by only 
9,980 votes (50.8%). It had been ex- 
pected by many experts that the general 
agricultural discontent would affect ad- 
versely the chances of the Republican 
Party in the agricultural states. When 
the results in 1956 were compared with 
those of 1952, the Republican Party had 
lost ground in six of the nine agricultural 
states. While the Nixon-Lodge ticket 
slipped somewhat behind the Eisenhower 
percentage of victory, this ticket carried 
seven agricultural states by a substantial 
percentage. (See Table 4). The total 
popular vote of the Nixon-Lodge ticket 
in these agricultural states was approxi- 
mately 5,787,200 compared with the 
Kennedy-Johnson total of 5,092,200. The 


22Despite the huge victory of Kennedy in 
Massachusetts, the Republican candidate for 
United States Senator (Everett Saltonstall) 
won in that state by 305,717 votes. 


23Senator Case ran as a “liberal” but did 
not strongly campaign for the National 
ticket. Senator Case feels that the Republi- 
can Party must become more liberal if it is 
to win a Presidential election. 

24The final result in Minnesota was not 
known until nearly noon on Wednesday, No- 
vember 9 t was Minnesota which carried 
the Kennedy-Johnson ticket over the 269 
mark. Illinois was doubtful for weeks after 
the election. 
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TABLE 4 


Percentage of Total Party Vote and Dif- 

ference in Republican Percentage in the 

Presidential Elections, Selected Classes 
of States, by State, 1956 and 1960 


Republican Percentage Difference in 
Total Party Vote Percentage 
State 1956 1960 1956-1960 
Major States 
California 55.4% 50.1% — 5.3% 
Illinois 59.6 49.8 — 9.8 
Pennsylvania 56.6 48.7 — 7.9 
New York 61.1 47.3 —13.8 
Industrial States 
Massachusetts 59.3 39.6 —19.9 
Michigan 55.6 48.8 — 6.6 
New Jersey 64.7 49.2 —15.5 
Ohio 61.1 53.3 — 7. 
Agricultural States 
Indiana 59.9 55.0 — 4.9 
Iowa 59.1 56.7 — 2.4 
Kansas 65.4 60.4 — 5.0 
Minnesota 53.7 49.1 — 4.6 
Nebraska 65.5 62.1 — 3.4 
Missouri 49.9 49.7 — 0.2 
North Dakota 61.7 55.4 — 6.3 
South Dakota 58.4 58.3 — 0.1 
Wisconsin 61.3 51.8 — 9.5 
Southern States 
Alabama 39.4 42.2 + 2.8 
Arkansas 45.8 43.1 — 2.7 
Florida 57.2 51.15 — 5.7 
Georgia 33.3 37.4 + 4.1 
Kentucky 54.3 53.6 — 0.7 
Louisiana 53.3 28.6 —24.7 
Mississippi 24.5 24.7 + 0.2 
North Carolina 49.3 47.9 — 1.4 
Oklahoma 55.1 59.0 + 4.9 
South Carolina 25.2 48.8 +23.6 
Tennessee 49.2 52.9 + 3.7 
Texas 55.3 48.5 — 6.8 
Virginia 55.4 52.4 — 3.0 
Sources: “America Votes,” Governmental 
Affairs, Vol. 3, University of Pitts- 


burgh Press, 1959, and Philadelphia 
Inquirer, December 16, 1960, p. 3. 


electoral vote decision was 57 to 24 in 
favor of the Republican Party (See Table 
5). 

Southern States. The success of the 
Republican presidential ticket in the 13 
Southern states in 1952 and 1956 had en- 
couraged the Republican Party. In 1960 
the Republican Party not only hoped to 
retain the Southern states it had earned 
in 1956, but it felt that it had a 
chance to carry North and South Caro- 
lina in addition. These hopes were not 
realized. The Republican Party in 1960 
failed to carry Louisiana and Texas, and, 
in addition, it lost both North and South 
Carolina. The victory of the Democratic 
presidential ticket in North Carolina was 
thought to be due to the unity of the 
party in that state led by Governor 


TABLE 5 


Total Popular and Electoral Vote in the 
Presidential Classified States, 


Number of _—_— Popular Vote Electoral 
Classification States (000) Vote 
Rep. Rep. Dem. 

Major 

States 4 11,515.1 11,9883 32 104 
Industrial 

States 1 6,176.8 6,502.1 25 52 
Agricultural 

States 9 5,787.2 5,092.3 57 24 
Southern 

States 13 5,859.6 6,071.5 51 103 
Total 30 29,338.7 29,654.2 165 283 
Total 50 states 34,108.6 34,2215 219 303 
30 states as 

Percent of Total 86.0 86.1 75.3 93.4 
Source: Calculated from: Philadelphia In- 

quirer, November 16, 1960, p. 3. 

Hodges. Senator Johnson’s_ intensive 
campaigning in Texas was a decisive fac- 
tor there in the victory of the Democratic 


presidential ticket. The religious factor 
is thought by many experts to have been 
important in the Republican victories in 
Tennessee, Oklahoma and Kentucky. 

The results of the 1960 Presidential 
election in the Southern states indicate 
a strong residual strength of the Repub- 
lican Party in national elections, and it 
gives rise to the hope among Republicans 
that a permanent gain of Republican 
strength in the South will characterize 
the future. Had the Republican Party 
retained the same number of Southern 
states in 1960 that it had in 1956, it 
would have added 34 electoral votes to 
the Nixon-Lodge total of 219, for a grand 
total of 253 to 269 for the Kennedy- 
Johnson ticket. Such a result might have 
lead more Southern electors to cast their 
votes for Senator Byrd, thus throwing the 
election into the House of Representa- 
tives. 

The close election in 1960 raises the 
question of whether or not in 1964 other 
Southern states might decide to choose an 
independent slate of electors in order to 
increase their bargaining power in that 
election. The 103 electoral votes of the 
Kennedy-Johnson ticket in the Southern 
states were vital to the victory of the 
Democratic Party, and the 5,859,600 
popular votes received by the Nixon- 
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TABLE 6 
Total Electoral Vote of Republican Party 
in the Presidential Elections, Classified 
States, 1956 and 1960 


Number of Republican 
Classification States Electoral Vote Loss 1956- 
1956 1960 1960 

Big Four 4 136 32 —104 
Industrial 

States 4 77 25 — 52 
Agricultural 

States 9 68 57 — 11 
Southern 

States 13 85 51 — 34 
Totals 30 366 165 —201 
Source: See Table 5. 


Lodge ticket (compared with the 6,071,- 
500 for the Kennedy-Johnson ticket) in- 
dicate some measure of Republican 
strength in the South in presidential 
elections. 


Division of the States in 1960 


In 1956, the Republican Party carried 
41 of the 48 states with a total electoral 
vote of 442. The Democratic Party in 
that same year carried 8 states with a 
total of 89 electoral votes. In 1960, the 
Republican Party carried 26 states (in- 
cluding the new state of Alaska) with 
219 electoral votes compared with 23 
states (including the new state of 
Hawaii) and 303 electoral votes for the 
Democratic party. Mississippi cast its 
eight electoral votes for Senator Byrd of 
Virginia. Thus, the Republican Party 
lost 1625 of the states it had carried in 
1956. The loss of the big states of New 
York, Pennsylvania and Illinois (a total 
of 104 electoral votes), of course, proved 
fatal to the Republican hopes for vic- 
tory. If any two of these three states 
had been won by the Republican Party, 
then its victory would have been assured 
even in the face of the loss of the re- 
maining fourteen states with their 130 
electoral votes. 

A total of 201 electoral votes were 
lost by the Republican Party in 1960 
compared with 1956 in the classifications 


25These states were: Connecticut, Dela- 

ware, Illinois, Louisiana, Maryland, Massa- 

chusetts, Michigan, Minnesota, Nevada, New 

Jersey, New Mexico, New York, Pennsyl- 

on" Rhode Island, Texas, and West Vir- 
a. 


TABLE 7 
Total Popular Vote and Percentage of 
States for Kennedy, Presidential 
Election, 1960 


City State 
City Majority! Percentage Majority Percentage 

Baltimore, 
Md. 88,277 64.1 74,270 53.6 
Boston, 
Mass. 148,776 75.2 510,424 60.2 
Chicago. 
Ill. 475,353 64.2 8,858 50.0 
Cleveland, 
Ohio 141,399 70.9 —273,363 46.7 
Detroit, 
Mich. 364,157 66.5 66,841 50.9 
New York, 

=. 790,722 62.9 383,666 52.5 
Newark, 
N. J 58,667 72.5 22,091 49.9 
St. Louis, 
Mo. 99,385 56.8 9,980 50.3 
Philadelphia, 
Pa. 331,544 68.3 117,326 §1.1 
Total 2,493,280 920,493 
Source: Philadelphia Inquirer, November 22, 


1960, (unofficial returns) p. 20. 


1Two party vote, only; the percentage for 
the State is of total vote of all parties. Third 
parties polled an insignificant percentage ex- 
cept in New York where the liberal party 
also backed the Kennedy-Johnson ticket with 
406,176 votes. 


of the big four, the industrial states, the 
agricultural states and the Southern 
states. The loss of the electoral votes 
was least in the agricultural states. (See 
Table 6). 


The Role of the Big Cities 

The desperate plight of the Republican 
Party in our big cities was quite evident 
in the tremendous majorities given the 
Kennedy-Johnson ticket in the major 
cities. The Democratic majorities in the 
cities of Baltimore, Chicago, Detroit, 
New York, Newark, St. Louis, and Phila- 
delphia were decisive in throwing these 
states into the Democratic column for a 
total of 162 electoral votes out of the 
Kennedy-Johnson total of 303. Unless 
the Republican Party can make substan- 
tial gains in these cities in 1964, it will 
face a difficult situation. In the nine 
cities shown in Table 7, the Kennedy- 
Johnson vote was 2,493,280, giving them 
a majority of 920,493 votes. 


The Congressional Vote 
An unusual feature of the 1960 Presi- 
dential election was the fact that the 
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TABLE 8 


Percentage of Popular Vote Lead of 

Winning President over Party’s Total 

Congressional Vote, Presidential Elec- 
tions, 1896-1960 


Percentage 
Lead Over 

Winning Congressional 

Year President Party Ticket 

1896 McKinley 2.7% 

1900 McKinley R 3.7 

1904 Roosevelt R 14.9 

1908 Taft R 6.0 

1912 Wilson D 0.3 

1916 Wilson D 10.1 

1920 Harding R 10.4 

1924 Coolidge R 5.6 

1928 Hoover R 11.9 

1932 F. D. Roosevelt D 12.2 

1936 F. D. Roosevelt D 12.€ 

1940 F. D. Roosevelt D 11.8 

1944 F. D. Roosevelt D 12.3 

1948 Truman D —0.1 

1952 Eisenhower R 19.5 

1956 Eisenhower R 19.4 

1960 Kennedy D —7.0 

Source: U.S. News and World Report, No- 
vember 9, 1956; 1956 and 1960 
calculated. 


Kennedy-Johnson ticket ran seven per- 
cent behind the total vote for Democratic 
candidates for the House of Representa- 
tives. Since 1896 all victorious presiden- 
tial tickets, except that of Harry S. 
Truman in 1948, ran ahead of the con- 
gressional tickets (See Table 8). This 
has always puzzled students of politics. 
It is often evidence of a split-ticket vot- 
ing pattern, but on the whole it seems 
more indicative of a tendency to vote 
for the head of the ticket.26 


Another unusual aspect of the 1960 
Presidential election was the loss of two 
U.S. Senate seats and two House seats 
by the Democratic Party. Only once in 
this century (1956)27 did the winning 
party in the Presidential election suffer 
a net loss in both houses of Congress. 
This is explainable in 1960, for in 1958 
the Democratic Party had almost a two- 
thirds majority in each house of Con- 


26In 1956, Senator Clark won the election 
in Pennsylvania by 17,000 votes. Had James 
H. Duff (Clark’s Republican opponent) re- 
ceived the votes of the 56.0 percent of the 
voters who voted for the Eisenhower-Nixon 
ticket alone, he would have been elected. 

27This was the first time since 1848 that 
the victorious party in a Presidential election 
had failed to carry at least one house of 
Congress. 


gress. Under these circumstances a net 
gain by the Democratic Party in each 
house would have been most unusual, 
even in a landslide victory. 


FACTORS INFLUENCING 
THE 1960 ELECTION 


The factors which influenced the out- 
come of the 1960 Presidential elections 
will be debated by students of politics 
for years to come. In the opinion of 
this writer, the following factors each 
had some influence in the outcome: 


The Television Debates. These debates 
resulted in the relatively unknown Ken- 
nedy becoming known throughout the 
land. Kennedy’s success, particularly in 
the first debate, showed that he could 
“stand up to Nixon.” This had the effect 
of blunting the charges that Kennedy 
was “inexperienced and immature.” 
Nixon’s tired appearance, his lack of 
aggressiveness, and his apparent “me- 
tooism” all acted negatively upon the 
image of Mr. Nixon and enhanced that 
of Mr. Kennedy. 


The Religious Factor. Despite the at- 
tempt of both candidates to keep the 
issue of religion out of the campaign, 
it did play a part. There was, as a re- 
sult of the activities of several Protestant 
groups, a solidification of support among 
Catholics for Senator Kennedy. Dr. 
George Gallup has estimated that 78 per- 
cent of the Catholic vote supported the 
Kennedy-Johnson ticket compared with 
51 percent for Mr. Eisenhower in 1956. 
This shift of Catholic support may have 
been decisive in such states as New York, 
Illinois, Pennsylvania, Delaware and 
New Jersey. The Protestant vote, how- 
ever, may have been important in Ken- 
tucky, Tennessee, and Oklahoma, so far 
as the Nixon-Lodge ticket was concerned. 
In 1960 the total Protestant vote, accord- 
ing to Dr. Gallup, shifted only 1 percent 
in favor of the Kennedy-Johnson ticket 
when compared with that of 1956. 


The Negro Vote. There was an im- 
portant shift of support in this group 
from its voting pattern in 1956. The 
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shift was important in Pennsylvania and 
New York. The Jewish vote also shifted 
sharply toward the Democratic Party in 
New York City and Philadelphia. 


The Big City Vote. This shift has 
already been discussed. The presence of 
big blocks of minority groups in these 
cities was an important factor in the 
final Democratic vote. 


The Johnson Candidacy. The presence 
of Lyndon Johnson on the Democratic 
presidential ticket was an important fac- 
tor in the shift of Texas and the reten- 
tion of North Carolina and South Caro- 
lina in the Democratic Party. 


The Economic Decline of the Summer. 

This may have been a minor factor, 
but in such states as Pennsylvania, 
Illinois and Michigan it may have been 
quite important. 


Heavy Labor Support. The labor areas 
were very effective in getting out the 
vote in many states. This support un- 
doubtedly aided the Democratic Party in 
Illinois, Michigan, New Jersey, New 
York, and Pennsylvania. 


Several of the above factors may have 
operated together in influencing the vote 
for the Democratic Party. There were 
many other minor factors which may well 
have been important in those states 
which voted narrowly Democratic or Re- 
publican. These factors were: the im- 
pact of Henry Cabot Lodge’s “Negro in 
the Cabinet” promise; the harassment 
of Senator and Mrs. Johnson by Dallas 
Republicans; the intervention of President 
Eisenhower on the behalf of Vice 
President Nixon; the last-day television 
marathon of Mr. Nixon; the very heavy 
vote; and, the fine election-day weather 
throughout the nation. However, all of 
these were minor when compared with 
the decisive factors discussed previ- 
ously. 


OUTLOOK FOR 1962 


House of Representatives. The Repub- 
lican Party had a net gain of 21 seats 
in the House of Representatives in the 


TABLE 9 


Seats Lost or Gained in the House of 
Representatives by Party Controlling the 


Presidency, Mid-term Elections, 
1870-1958 
Year Rep. Dem. 
1870 —45 
1874 —85 
1878 —10 
1882 —29 
1886 
1890 —78 
1894 —113 
1898 —19 
1902 —11 
1906 —28 
1910 —58 
1914 —61 
1918 —26 
1922 —78 
1926 —10 
1930 —53 
1934 
1938 —70 
1942 —50 
1946 —54 
1950 —29 
1954 —18 
1958 —48 
Source: See: William J. McKenna, ‘‘The 1958 


Congressional Election: A Brief Ap- 
praisal,” The Economics and Busi- 
ness Bulletin, Bureau of Economics 
and Business Research, Temple 
University, Vol. 11, No. 2, p. 20. 


1960 elections. The present line-up in 
the House is 262 Democrats to 175 Re- 
publicans, a Democratic majority of 87. 
In every mid-term election, except 1934, 
the party holding the presidency has lost 
seats. (See Table 9). If this follows 
in 1962, there is likely to be a net loss 
of Democratic seats in the House. It 
is unlikely that the Democratic Party 
will, in 1962, find itself in the same strong 
position as in 1934 when the Party was 
growing in national strength and was 
able to gain 9 House seats. In order to 
gain control of the House of Represen- 
tatives in 1962, however, the Republican 
Party would have to gain 43 seats.28 

The chances of the Republican Party 
gaining control of the House of Repre- 
sentatives in 1962 are aided by the fol- 
lowing factors: 


(1) The Democratic Party now holds 


28There will be 485 instead of 487 seats in 
the 88th Congress. The 437 total was the 


result of an additional seat for each of 
Hawaii and Alaska until a congressional re- 
apportionment could occur. 
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TABLE 10 


House of Representatives Seats Gained 
or Lost by Apportionment of 1961 


House Seats 


States Gained Lost1 
Alabama —1 
Arizona +1 
Arkansas —2 
California +8 
Florida +4 
Hawaii +1 
Illinois 
Iowa —1 
Kansas 
Kentucky —1 
Maine —1 
Maryland +1 
Massachusetts —2 
Michigan +1 
Minnesota 
Mississippi —1 
Missouri 
Nebraska —1 
New Jersey +1 
New York —2 
North Carolina —1 

hio +1 
Pennsylvania —3 

'exas +1 
West Virginia 


Source: New York Times, November 16, 
960, p. 32. 
1Difference between columns (i.e. 21 seats 
lost and 19 seats gained) is the result of the 
reduction of the total seats from the tempo- 
rary 437 to the permanent 435. 


almost a two-thirds majority in the 
House. 


(2) The Congressional Districts will 
be reapportioned as a result of the 1960 
census. This reapportionment will mean 
a net gain of 19 seats in the states of 
Arizona, California, Florida, Hawaii, 
Maryland, Michigan, New Jersey, Ohio, 
and Texas. A net loss of 21 seats will 
occur in Alabama, Arkansas, Illinois, 
Iowa, Kansas, Kentucky, Maine, Massa- 
chusetts, Minnesota, Missouri, Nebraska, 
New York, North Carolina, Pennsylvania 
and West Virginia.29. (See Table 10). 


(3) Forces generally operate against 
the party in power in a mid-term 
election. 


(4) There will be important guberna- 
torial elections in California, New York, 


22The difference between the gain of 19 
and the loss of 21 seats is the result of the 
reduction of total seats from 487 to 435. 
Although there is a proposal to increase the 
total House seats to 450, the chances for 
this appear slim. 


and Pennsylvania. Election of Repub- 
lican governors in these three states 
could have a coat-tail effect in the con- 
gressional races.29 On the other hand, 
a strong record by President Kennedy in 
his first two years in office and increased 
popularity in the nation might help to 
retain the Democratic majority in the 
House of Representatives, even though 
it may be a slimmer one. At any rate, 
circumstances in 1962 are likely to favor 
a net gain of 20 or more seats by the 
Republican Party in the House of Repre- 
sentatives. 


United States Senate. The Republican 
Party has a good chance to retain 14 of 
the 15 Senate seats up for election 
in 1962. There is a better than even 
chance that the Republican Party will 
gain a seat in Arizona, Colorado, Ne- 
vada, Ohio, Oregon, Pennsylvania, Wy- 
oming, Alaska and Hawaii out of the 21 
Democratic Senate contests in 1962. But 
even if the Republican Party is success- 
ful in winning these additional 9 seats 
and in retaining 14 of the 15 they now 
hold, the Democratic Party would still 
control the Senate by 58 to 42.31 


OUTLOOK FOR 1964 


History favors a Kennedy victory in 
1964 by a considerably greater popular 
and electoral college majority than in 
1960. A bitter contest for Republican 
leadership among Governor Nelson 
Rockefeller,?2 Senator Barry Goldwater, 
Richard M. Nixon and others would les- 
sen the Republican Party’s unity and its 


30It will be interesting to watch the cam- 
paign of Governor Nelson Rockefeller for re- 
election in 1962. If Mr. Nixon runs for 
Governor of California and wins in 1962, 
this might favorably affect the Republican 
Party’s chances in the congressional elections 
in that State. 


31The Republican Senate seats now held in 
Maryland and West Virginia must be classed 
as doubtful in the 1962 election. Arizona, 
Pennsylvania, and Alaska also appear diffi- 
cult for the Republicans to take, but circum- 
stances in 1962 may aid them. 


32In the writers opinion, Governor Rocke- 
feller may well win re-election by over 
650,000 votes in 1962. This will have interest- 
ing repercussions, especially if Nixon does 
not run for Governor or Senator in Cali- 
fornia, or if he does run and wins by a 
considerably lower majority than that of 


Rockefeller in New York. 
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chances for victory in 1964. Circum- 
stances which no one can forsee in the 
area of foreigns affairs, economic condi- 
tions of the country, and the record of 
President Kennedy and his administra- 
tion can act in concert to injure or to 
improve his chances for victory in 1964. 
These events must unfold before any 
evaluation of President Kennedy’s 
chances for re-election in 1964 can be 
made. But unless the Republican Party 
is able to match the Democratic Party 
in political organization, in skill of 
political know-how, in effective presenta- 
tion of its case before the public with a 
constructive alternative program’? and 
with a vote-getting candidate, prospects 
for victory in 1964 are not sanguine.34 


SUMMARY AND 
CONCLUSIONS 


The 1960 Presidential election was 
unique in these ways: 


1. A Roman Catholic was elected 
President for the first time. 


2. The Vice President of the incum- 
bent administration was nominated for 
President for the first time since 1860. 


8. The election was the closest in 
popular vote since 1884. 


4. The defeated party in the presiden- 
tial race carried a majority of the states 
for the first time in United States his- 
tory. 

5. The victorious candidate for the 
Presidency ran behind his party’s total 
congressional vote by 7 percent. 


338Senator Barry Goldwater in January 
1961 prepared a program which the Republi- 
can Party could offer the electorate as a 
positive conservative approach. This is sure 
to become controversial. 

An interesting possibility exists that Mr. 
Nixon may run for Governor in California 
in 1962. In that event he may withdraw him- 
self from the presidential race in 1964 and 
await 1968. e would then be 55, still a 


comparatively young presidential candidate. 


6. The victorious party lost seats in 
both Houses of Congress. 


7. The big city vote in seven states 
provided the margin of victory in those 
states. 


8. The total vote was nearly 69 mil- 
lion. 


9. Television played a more impor- 
tant role in this election than ever before. 


10. The religious issue, although less 
important than in 1928, was a significant 
factor in the victory of Mr. Nixon in a 
number of states. 


Prospects for the 1962 Congressional 
races may be summarized as follows: 


1. The Democratic Party will retain 
control of the United States Senate by 
a good majority, even though they may 
lose several seats. 


2. The Democratic Party will suffer 
a substantial loss of seats in the House 
of Representatives, but probably will 
still have a majority of the total seats. 


Insofar as the Presidential election in 
1964 is concerned, it appears likely that: 


1. President Kennedy will be in 
stronger position in 1964 than in 1960. 


2. <A race for the Republican nomina- 
tion in 1964 may occur among Governor 
Nelson Rockefeller of New York, Rich- 
ard M. Nixon of California, and Senator 
Barry Goldwater of Arizona. 


However, in the last analysis, it will 
be events yet unforseen in the area of 
international affairs and economic pro- 
gress which may be the all-important 
determinants of who will be nominated 
by the Republicans in 1964 and of the 
strength of President Kennedy in that 
year. 


| 
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Some Observations on Proposals for 
Federal Income Tax Reform 


by DOUGLAS F. HYDE* 


The following article summarizes some 
of the proposals for sweeping tax re- 
form, together with the reasons for some 
of the proposed changes that have been 
advanced recently by writers in the field. 


At this time of year tax practitioners 
rise out of obscurity to assume the com- 
putational burdens associated with so- 
ciety’s tax problems. Day after day, 
from January 1 to April 15, they are 
bombarded with complicated questions 
and are asked for solutions to other peo- 
ples’ unresolvable difficulties. People who 
exchange only a word or two during the 
rest of the year assume a new cam- 
eraderie. They seek out the “expert” at 
lunch or any other time when they can 
catch him sitting still and, during the 
course of an otherwise commonplace con- 
versation, interject some intricate ques- 
tion which he, the “expert,” is expected 
to answer unhesitatingly and unequivo- 
cally. 


The “expert” is flattered by all this 
sudden attention. Consequently, he will 
be inclined to deliver a wordy discourse 
on the tax topic that has been raised, even 
if he doesn’t know the answer. Perhaps 
nothing is more rewarding to the ques- 
tioner than to catch two (or better still 
— several) “experts” at the same time, 
especially if they disagree among them- 
selves. 


The purpose of this paper is not to 
poke fun at the interrogators or their 
“consultants.” Who can blame John 
Taxpayer for seeking advice or Dick 
Practitioner for showing off. The inten- 
tion is rather, to bring to the reader’s 
attention two facts. The first is that 


*Douglas F. Hyde is a member of the 

Accounting faculty in the Temple University 

School of Business and Public Administra- 

tion. He also has been engaged in public 

somes as a Certified Public Accountant in 
ennsylvania. 


1961 is too late to be thinking about 
saving on 1960 taxes. The second is 
that it ought not to be necessary, in 
any case. 


ON SAVING TAXES 


It is fair to say that the average tax- 
payer’s idea of how to save on taxes con- 
sists of excluding as much income and 
deducting as many expenses as the law 
allows. The range of possibilities goes 
far beyond this, however, and the 
prudent individual plans his affairs in 
such a way that the lowest possible tax 
liability will result. Nor is there any- 
thing illegal or immoral about this. 
Judge Learned Hand stated, 

Over and over again courts have said 
that there is nothing sinister in so 
arranging one’s affairs as to keep taxes 
as low as possible. Everybody does 
so, rich or poor; and all do right, for 
nobody owes any public duty to pay 
more than the law demands: taxes are 
enforced exactions, not voluntary con- 
tributions. To demand more in the 
name of morals is mere cant.1 
Nearly everything that one does, even 

including such nonprofit-making activi- 
ties as getting married and having chil- 
dren, has some effect on one’s tax 
liability and, if properly arranged, can 
be utilized as a tax-saving device. A 
college professor is by no means unique 
among taxpayers, yet he can save taxes 
simply by timing deductible expenditures 
so that they fall in those years when in- 
come is higher. Even if his salary is his 
only income, he can still choose, for ex- 
ample, between buying or renting his 
home. Other things being equal, it is 
cheaper taxwise to buy since he can de- 
duct the real estate taxes and interest 
on the mortgage. If he has income from 
investments, he may choose between state 
and municipal bonds, the income from 
which is nontaxable; or stocks, the divi- 
dends from which are subject to an 


1Commissioner v. Newman, 159 F. 2nd 848 
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exclusion and credit; as against other 
types of investments the income from 
which is fully taxable. 


The examples given are illustrative 
only and barely begin to list the many 
ways in which one can save on income 
taxes. The point is that real savings 
require advance planning. Once the 
year has ended, the taxpayer is limited 
to what actually happened and not to 
what might have been. 


ON TAX REFORM 


One notes a tendency on the part of 
many taxpayers to regard the deductions 
available to them as some kind of gift 
from a beneficent government. They 
are grateful for small favors. One won- 
ders if any considerable number of tax- 
payers is even dimly aware of the fact 
that the deductions available to one may 
not be available to another, and that 
there are deductions and exclusions and 
credits available to some taxpayers, but 
not available to all. Instead of gloating 
over a dollar saved, they (the taxpayers) 
should rise up in angry indignation over 
the inequity involved. 

The fact that a man may save on taxes 
through the judicious timing of his 
wedding or that he should find it neces- 
sary to consult with his colleague as to 
the deductibility of his swimming pool 
is symptomatic of the two great weak- 
nesses in our federal income tax law. 
The law is too complicated and it is in- 
equitable. These two faults go hand in 
hand, one giving rise to the other. A 
complicated law can be tolerated if it 
achieves its purpose. An inequitable law 
ought not to be tolerated. Yet the 
Internal Revenue Code is accepted even 
though it does not achieve its purpose 
and is inequitable besides. 

Before proceeding further, it may be 
well to note the purpose of the tax law, 
there being a sharp division of opinion 
on this very important subject. 

The primary purpose of a tax is to 
raise revenues for some governing body. 
If the primary purpose of any particular 
measure is to regulate, it then becomes 


a license rather than a tax. The federal 
income tax was originally intended to 
raise revenues, but it assumed such 
magnitude that it began to have a regu- 
latory effect. As a consequence, those 
who believe in a planned economy have 
urged that the income tax be used as an 
instrument of economic and social policy. 
Thus, there is disagreement between 
those who believe that the income tax 
should be neutral in its effect and those 
who desire special provisions to achieve 
certain desired ends. 


Differences of opinion do not stop here, 
however. There does not appear to be 
any real agreement as to what social 
and economic policies the income tax 
should be used to advance. Percentage 
depletion allowances which have been in 
the law for years and which may operate 
as a very substantial subsidy to some 
companies, have been roundly criticized. 
Yet they remain in the law as an eco- 
nomic inducement to the extractive in- 
dustries. As a matter of fact, there are 
disagreements over virtually every fea- 
ture in the law. 

Recently there have been criticisms of 
a somewhat different nature. One is that 
the income tax is not raising sufficient 
revenue. This cannot be answered sim- 
ply by suggesting that the government 
spend less. In the first place, spending 
is also an instrument of economic and 
social policy. In the second place, there 
is no agreement as to what spending 
should be reduced. 

Another criticism is that the income 
tax is slowing down the growth of the 
economy. A third criticism is that the 
income tax is destroying incentive. A 
fourth criticism is that it is gradually 
taking away our personal freedom. 

In an area in which agreement is the 
exception rather than the rule, it is inter- 
esting to discover that virtually all of 
the writers on the subject are agreed on 
one point — that the culprit is the 
steeply progressive rates which are too 
high in the upper income brackets. For 
example, Roswell Magill writes: 

The debates on public policy over the 
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last two years have emphasized the key 
role that rapid economic growth must 
play in our future. Rapid growth is 
essential to our defense effort, to the 
balance of power between this country 
and the Soviet Union, and to improve- 
ments in our standard of living. 


To the extent that revision of the 
tax structure can promote the objective 
of rapid economic growth, it should be 
given a high priority. This means 
again a reduction of the highest mar- 
ginal rates of the income tax which 
are the points at which the tax im- 
pinges most upon incentives for risk 
taking and upon funds available for 
investment.2 
With respect to the criticism that the 

income tax destroys incentive, there 
seems to be general agreement that this 
is so, but that it is not as serious as is 
sometimes believed. Magill cites a study 
of corporate executives which reaches 
this conclusion. In this writer’s opinion, 
corporate executives do not exemplify 
the group of people whose incentive is 
most likely to be affected. A much bet- 
ter group to study would be professional 
men, especially doctors. Executives can 
accept additional responsibility without 
necessarily having to spend additional 
time on the job. They are also in a posi- 
tion to delegate some of their executive 
functions if it becomes necessary. A 
professional man is strictly limited in 
the number of clients he can service in 
a given period of time. Nor can we as- 
sume that the fee charged the last client 
will differ from that charged the first 
for comparable services. Consequently, 
it is strictly a contest between the por- 
tion of the last fee which is left after 
the tax has been taken out, and the de- 
sire for leisure time. If the last client 
offers, or can be charged, a higher fee, 
then it may be worth while to accept it. 
The professional man may then drop the 
first client because that fee has become 
marginal. 


The point at which this occurs will 


2Roswell Magill, (partner of Cravath, 
Swaine, and Moore, New York, and president 
of Tax Foundation, Inc.), “Federal Income 
Tax Revision,” Tax Revision Compendium, 
Committee on Ways and Means, Government 
Printing Office, Washington, D. C., 1959, p. 95. 


vary from individual to individual, and 
from time to time in the same individual, 
depending upon such factors as the 
weather and the individual’s state of 
health. The writer has observed it in an 
oral surgeon whose net income was 
around $12,000, and in a psychiatrist 
whose income was $100,000. Of course 
the professional man may be able to dele- 
gate a portion of his responsibility to 
others, but then his situation and his 
reactions become similar to those of the 
corporate executive. 


The contention that the income tax is 
responsible for loss of freedom cannot 
be denied. The “pocketbook nerve” is 
extremely sensitive, and the prospect of 
having an additional assessment creates 
apprehension on the part of many tax- 
payers. It is not that the taxpayer has 
not reported his income fairly. It is that 
the determination of taxable income in- 
volves a certain amount of judgment. 
Doubtful questions will normally be re- 
solved by the taxpayer in his own favor 
and resolved by the Internal Revenue 
examiner in favor of the government. 
The examiners are frequently quite arbi- 
trary in their decisions. The taxpayer’s 
legal defenses are costly and time con- 
suming. 

Anyone who has had the experience of 
representing the taxpayer in a case is 
aware that the government has all of the 
advantages. If a special agent wants 
information from the taxpayer’s bank or 
from his customers, he can get it with 
little difficulty. The taxpayer, on the 
other hand, frequently has to pay for 
any extra service rendered by the bank 
and has to rely on his customers’ spirit 
of cooperation and understanding. The 
agent has access to all of the records 
of the taxpayer. The taxpayer has no 
such access to the agent’s sources of in- 
formation. 

The result is that many cases are 
settled, not on the basis of what is fair, 
but on the basis of what costs less: 
paying the tax or going to court. To 
the extent that any taxpayer is forced 
to overpay his tax with attendant in- 
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terest and penalties, he has been abused 
and discriminated against. 


We may be thankful that there has 
not been concerted action by the govern- 
ment in this area. Just as the power to 
tax is the power to destroy, so the power 
to examine is the power to harass. This 
weapon is frequently used by vengeful 
individuals who send in informers’ let- 
ters knowing that in so doing they are 
effectively penalizing their victims with- 
out fear of reprisal. 

Proposals for reform range from sug- 
gestions that specific provisions in the 
law be changed to the other extreme, 
that the Sixteenth Amendment be re- 
pealed. There can be no doubt that all 
of the evils accompanying the income 
tax will be eliminated if we do away 
with law itself. The danger lies in sup- 
planting evil with evil. The more prac- 
tical suggestion is to reduce the rates to 
a more reasonable level and then to 
eliminate the “gimmicks.” The law 
would be less complex, consequently 
easier to enforce. 


Nor is there any reason to suppose 
that the government would lose much 
in revenues. Indeed, an analysis of the 
statistics published by the Internal 
Revenue Service for the year 1958 indi- 
cates that a flat rate of 15 percent levied 
on adjusted gross incomes would result 
in greater revenues without unduly 
penalizing any income group. Allowing 
for personal and dependency exemptions, 
the rate would have to be nearer 20 per- 
cent. It would be possible to lessen the 
burden on the lower income groups by 
having slightly progressive rates start- 
ing at 15 percent and going up to a maxi- 
mum of say 50 percent. It must be 
remembered that, although the rates now 
go up to 91 percent, the taxpayers in the 
top brackets are paying at an effective 
rate of only 65 percent of taxable income. 

There is one other point worth men- 
tioning and that is that 50 percent of 
the taxpayers, those whose incomes are 


less than $4,000, pay only 10 percent of 
individual income taxes. The reader 
may draw his own inferences from this, 
but to the writer this is a fact of great 
significance. It would indicate that a 
bare majority of the people could legis- 
late spending programs, 90 percent of 
the cost of which would be borne by the 
other half of the voters. This is a kind 
of legalized confiscation. Americans 
shudder at reports of other governments 
requiring citizens to spend a half day 
or a day each week working for the 
“state.” We should not be complacent 
about requiring some of our own citizens 
to spend two or three days each week, 
in effect, working for the government. 


It is true of course that the lower 
50 percent of the taxpayers will pay less 
than half of the total amount under any 
income tax, unless the tax is actually 
regressive. What is reasonable in this 
respect will be a matter of individual 
opinion, but surely it ought to be more 
than 10 percent. 


Specific proposals for reform include 
the following: 


(a) Tax certain types of income, such 
as interest on state and local 
bonds, which are now exempt. 
Redefine capital assets, lengthen 
the holding period required for 
long-term capital gains, and raise 
the maximum rate of tax on net 
long-term gains above the present 
25 percent. 

Reduce or eliminate most of the 

items deductible from adjusted 

gross income such as contributions, 
interest, taxes, medical and den- 
tal expenses, etc. 

Eliminate the dividends received 

exclusion and credit, and require 

paying corporations to withhold 
tax on them. 

(e) Limit depletion deductions to the 
cost of the property. 

(£) Liberalize depreciation allowances 
to compensate for higher replace- 
ment costs and rapid obsolescence. 

(g) Eliminate the retirement income 
credit. 


(h) Tax fringe benefits. 
8U.  S. 


(b) 


(c) 


(d 


Treasury Department, Internal 


Revenue Service, Statistics of Income, 1958, 
, Dp. 


Washington, 
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Any movement in the direction of the 
above reforms is laudable so long as it 
is coupled with a reduction of rates in 
the upper brackets. The writer would 
add an additional proposal if the optional 
standard deduction is permitted to re- 
main in the law, that is, every tax- 
payer, in addition to his personal and 
dependency exemptions, should be per- 
mitted a deduction of 10 percent of his 
adjusted gross income without limita- 
tion. This is based on the theory that 
one-tenth of everything a person earns 
belongs to him, to do with as he sees 
fit. 


SUMMARY 


The purpose of this paper is twofold. 
The first, in answer to a question fre- 
quently asked at this time of the year, 
is to point out that real tax saving re- 
quires advance planning. The second, 
which hinges upon the same factors as 
the first, is to point out that all of the 
exclusions, deductions, exemptions and 
credits serve one purpose, to reduce the 
tax for some taxpayers and not for 
others. The result is a law which is too 
complicated and inequitable. There has 
been increasing agitation for reform. 
Some of the proposals have been cited. 
Most of the changes listed herein might 
well be enacted without harm to the 
basic revenue system. 
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Forecasting American Market Shares in Foreign Countries 
By HENRY ANDERSON* 


A technique for forecasting the market 
shares of American products in foreign 
economies is developed and treated in 
this article. 


A company’s domestic sales forecast 
usually consists of two stages — an esti- 
mate of total demand for the product 
concerned and an estimate of the fore- 
casting firm’s market share. In export 
sales prediction, logic often urges an in- 
termediate step:! estimation of the por- 
tion of a given foreign market available 
to American sellers as a whole. It is with 
this special phase of export market 
forecasting that the present paper is 
concerned. Several conventional Ameri- 
can share estimates are appraised, and a 


more sophisticated procedure is demon- 
strated. 


CONVENTIONAL 
SHARE FORECASTING 


The traditional way of estimating 
U. S. market shares abroad is probably 
well illustrated by a series of reports 
periodically prepared by American em- 
bassies. A few examples are reproduced 
and appraised here: 


(1) ... Local importers of cast iron 
pressure pipe and fittings have voiced 
the complaint that United States sup- 
pliers of these products do not meet 
European prices and credit terms; 
therefore, these importers have in- 
creasingly looked to European sup- 
pliers to meet their needs. These same 
local importers have expressed their 
preference for United States products, 
but, considering the above, it appears 
that United States producers will need 
to meet more closely European price 
and credit competition in order to re- 


*Henry Anderson is an Assistant Professor 
of Statistics at the University of Maryland. 
He was formerly a member of the Statistics 
faculty of the Temple University School of 
Business and Public Administration. 

1See Henry Anderson, “Problems Peculiar 
to Export Sales Forecasting,” The Journal 
of Marketing, April, 1960, p. 40. 


gain their position as leading sup- 
pliers.? 


(2) The Venezuelan public has al- 
ways shown a preference for United 
States writing instruments because of 
their high quality, and the servicing 
facilities which are offered at a fair 
charge. American distributors are 
capable, advertise extensively in the 
press and on the radio and television, 
and have maintained prices competitive 
with those of European suppliers. If 
this price balance is maintained, it may 
be forecast that the United States 
will continue as the dominant force in 
the import market, and that Japan will 
remain as the principal supplier of 
low-quality merchandise. However, in 
the industrial growth experienced in 
Venezuela over the past ten years, 
many articles which formerly were not 
produced in the country are now being 
manufactured; and should the con- 
sumption of any type of writing in- 
strument attain a level where its local 
manufacture would be profitable, there 
is every indication that this operation 
would be undertaken, and that imports 
would decline.3 


(3) ... Though appreciated for their 
comfort and power, American cars do 
not have a ready market in Italy. The 
principal deterrents to larger imports 
of American automobiles are the lack 
of regular and sizeable import quotas 
from the dollar area plus the heavy 
operating expenses such as the high 
price of gasoline and the high annual 
registration tax on engines of large 
piston displacement.4 


(4) There is no present opportunity 
for imports of fountain pens and me- 
chanical pencils from the United 
States, as the importation of all writ- 
ing implements from the dollar area 
is prohibited under the Import Control 
Schedule currently in force, although 
occasional minor exceptions are made 
... nor are restrictions on these items 
expected to be lifted at an early date.® 


2Foreign Service Despatch from Amem- 
bassy, Quito, to the Department of State, 
Washington, March 11, 1958. 

8Foreign Service Despatch from Amem- 
bassy, Caracas, to the Department of State, 
Washington, November 16, 1956. 

4Foreign Service Despatch from AmConsu- 
late, Turin, to the Department of State, 
Washington, July 31, 1957. 

5Foreign Service Despatch from Amem- 
bassy, S. Rhodesia, to the Department of 


State, Washington. September 24, 1956. 
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American export market forecasts of 
the foregoing type usually follow an 
analysis of the relevant import market 
as a whole. In order to derive a U. S. 
forecast from a total import market es- 
timate, it is necessary to consider the 
various factors that govern the competi- 
tive position of U. S. sellers abroad, such 
as prices, tariff advantages or disadvan- 
tages, relative advertising effort, etc. 
This has been attempted in the above- 
quoted forecasts. However, attention 
has been confined to only a few of the 
variables thought to be dominant, and 
the analysis is essentially nonquantita- 
tive, thus leading to only very vague 
predictions about the future U. S. market 
position in the various nations of in- 
terest. 

The variables singled out for considera- 
tion in the first forecast are preferences, 
prices, and credit policies. Analysis of 
prevailing trends in these factors points 
to a relatively limited American market 
share unless foreign competition is met 
more effectively. 

The second forecast focuses attention 
on such factors as preferences, advertis- 
ing, prices, and latent national competi- 
tion. Again, conclusions are phrased in 
very vague terms: “If this price balance 
is maintained, it may be forecast that 
the United States will continue as the 
dominant force in the import market.” 


The third market estimate, like the 
previous ones, points to preferences as 
one of the important key factors. Men- 
tion is also made of operating expenses, 
but these, being characteristics of given 
automobile makes, affect car sales via 
preferences and thus are not to be re- 
garded as a separate market influence. 
There is, however, a second critical varia- 
ble that has received attention in this 
analysis: trade control. Again, the 
language used is extremely vague. 

The fourth forecast is analytically the 
simplest. Only one variable demanded 
attention here — trade control. The 
problem confronting the analyst was hav- 
ing to decide whether or not material 
changes in import regulations were in 


the offing. As long as a negative answer 
seems justified, no difficulty arises, as 
demonstrated by the report here in ques- 
tion. However, if regulatory modifica- 
tions appear to be likely, the analyst 
faces the task of estimating their extent 
and market consequences. 


A MORE REFINED 
TECHNIQUE 


The common weakness of the above- 
discussed forecasts, as already noted, is 
their great lack of precision. No effort 
has been made to quantify any of the 
relations governing the competitive posi- 
tion of United States’ sellers in foreign 
markets. There is a good reason for 
this omission. Quantitative analysis of 
export sales poses numerous and difficult 
problems. Just the same, one may wonder 
whether forecasting should not be con- 
ducted at a more sophisticated level than 
is usually the case. The following study 
of U. S. refrigerator sales in Ecuador 
suggests how this might be done. The 
procedure used is econometric, that is, it 
rests on the measurement of strategic 
economic relations, at least in a rudi- 
mentary way. 

The market choice for the illustration 
here at issue may seem somewhat dar- 
ing. Ecuador is doubtless a difficult test- 
ing ground for any kind of forecasting 
methodology. Relevant statistics are 
scarce and frequently unreliable. On the 
other hand, analysis of a market area of 
this type throws into focus the special 
problems that may beset foreign-sales 
forecasters. 

The product selection made also en- 
tails some disadvantages. Durables may 
be greatly affected by fluctuations in ex- 
pectations, which makes their behavior 
relatively unamenable to systematic 
analysis. But this defect is balanced by 
the fact that more information is usually 
obtainable about durables than about 
perishable items. 


Choice of Function 


The first major task involved in econo- 
metric forecasting is the choice of a 
suitable functional expression. The prin- 
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cipal factors controlling market shares 
in international trade are identified by 
economic theory. They are: 


(1) Price spreads over competing 
brands; 
(2) Differences in sales promotion be- 


tween companies or national 


groups of companies; 
Differences in purchase terms; 


(3) 

(4) Differences in quality and style; 

(5) Trade discrimination on the part 
of the importing country; 

(6) Buyer preferences; 

(7) Buyer income; 

(8) Distribution of preferences among 
potential buyers; and 


(9) Distribution of incomes among 
potential buyers. 


Some of the above-mentioned share in- 
fluences cannot be measured and are thus 
unamenable to quantitative analysis. 
Other factors are measurable in theory, 
but in practice the relevant data may 
nevertheless be unobtainable for various 
reasons. In any case, even if these diffi- 
culties did not exist, meaningful analy- 
sis of the effect of nine key variables 
would be impossible for the simple reason 
that the number of available sales ob- 
servations is necessarily small. Periods 
of investigation must be kept relatively 
short since economic life changes ma- 
terially in the course of ten or twenty 
years, and observations separated by a 
considerable time interval thus are sel- 
dom comparable. This limits the extent 
to which statistical analysis can be 
useful. 


In practice, the analyst can never con- 
sider all sales influences that merit atten- 
tion on logical grounds. All he can do 
is to subject the two or three seemingly 
most significant share determinants to 
systematic analysis and hope that the 
neglected influences have no material im- 
pact on market position. In the present 
instance, price spread and a time trend 
(to represent some of the more elusive 
variables) have been singled out as the 
factors that primarily control the U.S. 


share of the Ecuadorean refrigerator 
market. 


The selection of appropriate key fac- 
tors is only one of the problems facing 
the econometric forecaster. Choice of a 
suitable functional form is another. Un- 
fortunately, little useful guidance is as 
yet available for analysis in this matter. 
Present-day theory is notably inarticulate 
about the way in which different demand 
determinants act singly or jointly on 
sales. A reliable empirical solution of 
this problem is also seldom possible and 
has been out of the question in the 
present case because of the smallness of 
the available sample. Hence the form 
of the share function here at issue has 
been chosen with an eye on conventional 
practice and on simplicity. The parabolic 
relationship has seemed to meet these 
criteria best. 


In symbols, the market share function 
decided upon appears as follows: 


A/S = a(P,/P:)bp beT, where 


A = American sales of refrigerators 
in Ecuador (in units) 

S = Total sales of refrigerators in 
Ecuador (in units) 

A/S = The American share of the 
Ecuadorean refrigerator market 

P. = A price index of American re- 
frigerators (the price averages 
of different years expressed as 
percentages of the 1950 average) 

P; = A price index of non-American 
refrigerators (the price averages 
of different years expressed as 
percentages of the 1950 average) 

P./P: = U. S. price differential over 
foreign suppliers ( = given-year 
price spread expressed as a per- 
centage of the 1950 price spread) 

T = Time measured in years from 
1950 

a = A constant related to the U. S. 
market share in 1950 


bp = A constant reflecting the price 
spread elasticity 
be = A constant reflecting the steady 


percentage decline sustained by 
the U. S. market share during 
the period of observation as a 
result of influences other than 
price differentials such as sales 
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TABLE 1 
Refrigerator Sales in Ecuador, Specified Years 


(1) 
A 
American Refrig- 
erator Sales 


Year (Kilograms) 
1947 214,010 
1948 158,958 
1949 151,266 
1950 117,057 
1951 161,561 
1952 119,609 
1953 160,463 
1956 217,235 
1957 279,923 


(3) 
(2) A/S + 100 
American Share in 
Total Refrig- Ecuadorean Refrig- 
erator Sales erator Market 
(Kilograms) (Percent) 
214,010 100.00 
159,891 99.42 
152,145 99.42 
118,629 98.67 
164,642 98.13 
122,412 97.71 
167,480 95.81 
242,294 89.66 
326,050 85.85 


Source: Based on unpublished records on file with the Seccién de Estadisticas Sociales y 
del Trabajo, Ministerio de Economia, Quito, Ecuador. 


promotion, credit terms, product 
policy, etc. 


Translated into logarithmic form the 
above formula becomes: 
log A/S = log a + b, log P,/P: + 
log De 


STATISTICAL ANALYSIS 
AND FINDINGS 


The above function has been fitted to 
the data set forth in Tables 1 and 2. 
Some comments on these values are ger- 
mane. Total and American sales data 
(in terms of weight, not units) have been 
copied from unpublished records on file 
with the Direccién General de Esta- 


distica y Censos, Quito, Ecuador. Price 
data, unfortunately, have had to be 
secured in more devious ways. 

Some Ecuadorean officials have gone 
out of their way to aid the investigation 
here at issue. Thus Dr. Marta Nufiez 
Moreno, head of the Seccién de Esta- 
disticas Sociales y del Trabajo (Minis- 
terio de Economia), had someone contact 
a number of Ecuadorean refrigerator 
dealers in order to collect serviceable 
retail price information. However, the 
data obtained in this direct manner did 
not turn out to be sufficiently complete 
or reliable for analytical purposes and 
had to be discarded. 


TABLE 2 
Prices of Refrigerators Sold in Ecuador, Specified Years 


@) (2) 


a 
Average Price 


ft 
Average Price 
to Importers 


3 4 
(3) (4) 


P; (5) 
P,/P: 100 


a 
to Importers P, Converted of Non-Ameri- FP, Converted 1g. Price Dif- 


of U.S. Refrig- into an Index 
erators(Sucres with 1950 as 


can Refrig- into an Index  ferentials over 
erators(Sucres with 1950 as 


Foreign Makes 
Year per Kilogram) Base Year per Kilogram) Base Year of Refrigerators 
1947 25.30 74.96 
1948 33.85 100.30 32.12 87.14 115.10 
1949 35.64 105.60 30.45 82.61 127.83 
1950 33.75 100.00 36.86 100.00 100.00 
1951 38.27 113.39 39.17 106.27 106.70 
1952 40.21 110.14 41.60 112.86 105.56 
1953 34.88 103.35 31.68 85.95 120.24 
1956 36.78 108.98 29.96 81.28 134.08 
1957 37.51 111.14 32.66 88.60 125.44 


Source: Derived from unpublished information on file with the Seccién de Estadisticas 
Sociales y del Trabajo, Ministerio de Economia, Quito, Ecuador. 
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Fortunately there existed an alterna- 
tive way of securing a usable price series. 
Ecuadorean customs records were found 
to contain not only quantum data but 
also cost data. This in conjunction with 
information concerning the various taxes 
imposed on imports in different years 
made it possible to arrive at price values 
which permitted meaningful analysis.® 
These values, it should be noted, reflect 
prices per kilogram, not per unit. This 
is due to the fact that, in recent years, 
the Ecuadorean authorities have re- 
corded import volume only in terms of 
weight, not in terms of units. 


The various columns of Tables 1 and 
2 are fully explained in the respective 
captions. Only Column 3 of Table 2 re- 
quires further comment. The values in 
this column are medians of the various 
annual prices (or mean prices) of the 
refrigerators received from different non- 
American countries. An explanation of 
this way of determining the over-all 
price level of non-American refrigerators 
is in order. 


At first blush, a weighted arithmetic 
mean would seem to be the most appro- 
priate average, but this notion does not 
hold up under careful examination. 
Theoretical considerations suggest that 
the impact on sales of price changes in 
competing products or brands does not 
depend on the respective sales volumes 
historically experienced by these substi- 
tutes but rather on their closeness (in 
the consumer’s mind) to the product or 
brand at issue. 


There is no way of determining, in 
the case at hand, the relative proximity 
of different foreign substitutes (in the 
mind of the average Ecuadorean buyer) 
to American refrigerators. Differently 
stated, one cannot ascertain with any 
kind of objectivity whether a 5 percent 
decline in the price of, say, British re- 
frigerators has a greater or smaller effect 
on United States’ sales than a 5 percent 


6For the details of this calculation, see 
Henry Anderson, Economic Theory and For- 
eign Sales Forecasting, pp. 193-205. (Dis. 
published on microfilm by University Micro- 
films, Ine., Ann Arbor, Michigan). 


decline in the average price of German 
refrigerators. In the absence of infor- 
mation concerning differences in substi- 
tutability, the analysis must be carried 
out on the assumption that any country’s 
refrigerators are equally good substitutes 
for American refrigerators. An un- 
weighted average thus appears to be the 
proper statistical device for combining 
the prices of refrigerators made outside 
the United States into an over-all series 
reflecting the degree of price competi- 
tion to which American refrigerators 
were subject in Ecuador during the 
period concerned. Because of the pres- 
ence of some very erratic and some 
manifestly implausible entries on the 
customs record, the median rather than 
the arithmetic mean has been used to 
arrive at the values in Column 3 of 
Table 2. 


Using the least-squares method to de- 
termine the constant values of the above- 
listed market-share function, one ob- 
tains: 

log a = 2.16030 
bp = — .081152 
log be = — .0064211 

Hence the function in its logarithmic 

form appears as follows: 
log A/S = 2.16080 — .081152 log 
P,/P: — T .0064211 

The variance associated with this func- 

tion (S? equals .000055; the 


log a/ 
standard error of estimate, .0074162. 
The index of multiple determination at- 


taching to the function (R2 ) as 
log a/s 


.887 and the index of correlation .942. 


APPRAISAL OF THE 
ANALYTICAL RESULTS 
OBTAINED 


In the above function, b, reflects the 
typical response of the American share 
in Ecuadorean refrigerator demand to 
changes in the average relation between ° 
American and foreign refrigerator prices. 
As bp amounts to approximately — .08, 
one may conclude that, other things 
being equal, an increase of 12.5 percent 


4 
‘ 
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in the American-foreign price differen- 
tial over its 1950 value will result in a 
one percent decline of the U. S. market 
share. This suggests that American 
participation in Ecuadorean refrigerator 
sales is highly price-inelastic. 

The interpretation of the b, coefficient 
as an elasticity is subject to certain pro- 
visos, namely that: 

(1) No significant demand influences 

have been ignored; 

(2) There is no interdependence be- 
tween the explanatory variables 
used; and 

(3) The sample under analysis reflects 
the character of the universe at 
interest well. 


There is evidence that the first of 
these conditions is reasonably well met 
in the present analysis. The relatively 
high index of correlation obtained points 
to that conclusion, even though it has 
been secured with the help of a time 
trend. 


The second condition also is likely to 
be met adequately. There is little reason 
to suspect interdependence between price 
spreads and time, a presumption seem- 
ingly confirmed by the values listed in 
Column 5 of Table 2. 

The third requirement may or may not 
be satisfied in the study here under dis- 
cussion. There is no way of determining 
this question beyond bearing in mind the 
statistical truth that large samples are 
more likely to reveal the features of 
the population from which they derive 
than are small samples. The sample 
here investigated is on the small side. 
Its probability of being a good repre- 
sentation of the universe at interest is 
therefore relatively low. 


In the light of the forementioned 
comments, the bp—value of — .08 may 
be accepted (subject to sampling error) 
as the American “price spread” elasticity 
for Ecuadorean refrigerator sales. It 
follows that the estimation of future 
price differentials is not an important 
problem in the prediction of Ecuador’s 
demand for American refrigerators, for 


large fluctuations in price differential 
are needed to affect the U. S. market 
share noticeably. Other competitive 
pressures are seemingly more important 
— those represented by a time trend in 
the function at interest. If the price 
variable is excluded from the function, 
and American market participation is 
solely analyzed in relation to time, there 
is only a relatively moderate reduction 
in the degree of correlation obtained. 
When time alone is used as a key fac- 
tor, the coefficient of determination 
equals .673; or, in other words, 67.3 per- 
cent of the variation in the U. S. market 
share over the years can be explained 
through reference to the flux of time. 
When the price variable is added, this 
proportion increases to 88.7 percent. 


The unsatisfactory aspect of this sta- 
tistical picture lies in the fact that much 
of the variation in American market 
participation must apparently be im- 
puted to factors that are difficult to 
analyze, such as international differences 
in credit terms, in the time needed for 
delivery, etc. This limits the time span 
over which forecasting on the basis of 
the above function can be expected to 
be successful. The relation of market 
shares to time may be presumed to be 
less stable than the relation of market 
shares to their proximate determinants. 
Thus it is unlikely that the observed 
downward trend in the American share 
of Ecuadorean refrigerator sales will 
continue indefinitely at the same rate. 
In fact, this is impossible. The trend 
must be expected to level off or even 
reverse itself when the underlying dif- 
ferences in sales practices or product 
policies alter. 


When this will occur cannot easily be 
determined by someone outside the in- 
dustry. Nor, for that matter, can an out- 
sider make very informed guesses con- 
cerning future price differentials. No 
attempt will therefore be made here to 
deal with this problem, which in any case 
will differ from industry to industry. 
One may presume that company fore- 
casters are generally in a position to give 
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this question adequate attention and thus 
to operate the technique here illustrated 
with some success, particularly in cir- 
cumstances in which price spread is the 
major competitive pressure and a time 
trend can either be avoided or assumes 
only a minor role. 


A FORECAST 


To carry the present analysis through 
to a U. S. share forecast for a given year 
(say, 1960) and thus to complete the 
methodological illustration here at issue, 
it will be assumed that inside knowledge 
of the refrigerator industry points to a 
continuance of prevailing differences be- 
tween American and European exporters 
in the sphere of nonprice competition 
and an increase in price differential to, 
say, 180 percent of the 1950 level. 

Using the above-developed U. S. share 
equation, the following results: 

log A/S = 2.16030 — .081152 
log 180 — 10 (.0064211) 
= 2.16030 — .171550 — 

.064211 = 1.92454 

Hence, the most probable U. S. share 
estimate for 1960 is: 

A/S = 84.05% 

The relevant standard error of esti- 
mate being .0074162, an interval estimate 
can be established with a relatively nar- 
row range. Assuming that individual 
share values are normally distributed 
about the regression surface, it may be 
asserted (with a .95 probability of being 


correct) that the American share of the 
Ecuadorean refrigerator market in 1960 
will lie between 81.283 percent and 86.912 
percent. 


CONCLUDING OBSERVATION 


The above analysis rests on very in- 
adequate data and thus can scarcely 
serve itself as a basis for sales fore- 
casts. Its value lies in illustrating how 
systematic market-share analysis might 
be pursued. Ecuador may be considered 
as a sort of limiting case in so far as 
dearth of business data is concerned. In 
numerous countries, more satisfactory 
market statistics are available. More- 
over, large companies are in a position 
to have local representatives periodically 
collect information concerning price dif- 
ferentials and other strategic market- 
share determinants. Use of such speci- 
ally gathered data would result in a far 
more efficient type of analysis than has 
been possible here. 

Prices could be expressed in terms of 
units rather than in terms of kilograms. 
Again, price spread of American refrig- 
erators over competing foreign makes 
would not need to be the sole key factor 
beside the time variable. At least a 


second share determinant might be ex- 
plicitly incorporated into the function, 
and the burden carried by the time trend 
thus lightened. Finally, a larger sample 
would be possible with a resultant in- 
crease in the reliability attaching to the 
analytical findings obtained. 
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PHILADELPHIA BUSINESS INDEX 


Philadelphia Business Index 


The September 1950 issue of the Bul- 
letin presented a new index of general 
business conditions in the City of Phila- 
delphia. This series, prepared and since 
maintained by Robert T. Kline, was de- 
signed to reflect economic activity ex- 
clusively within the boundaries of the 
City of Philadelphia. It was originally 
based upon a combination of statistical 
data representing (1) industrial electric 
power sales; (2) indexes of employment 
and employee-hours; (3) department 
store sales; (4) bank debits; and (5) 
total construction. Because the method 
of reporting certain data is under re- 
vision by the originating agencies, the 
change in average weekly hours worked 
and the monthly change in total employ- 
ment in the Philadelphia metropolitan 
area, both prepared by the Department 
of Research of the Federal Reserve Bank 
of Philadelphia, have been substituted 
for (2) above. This is a temporary ex- 
pedient to maintain continuity of the 
index. The original data series will be 
restored after revision. 


The following table presents the index 
for the years 1939 through 1960, and by 
month from March, 1960.1 


Index of General Business Conditions, 
City of Philadelphia, 1947 = 100 


Year Index Month Index 

= 

1941 96 

1942 99 

1943 106 May 141.8 

June 138.9 

July 140.9 
Aug. 143.8 

1946 100 

1947 100 Oct. 140.3 

137.6 

1952 111 

1953 119 Jan. 132.9 

1954 119 Feb. 130.4p 

1955 124 Mar 132.0e 

1956 128 

1957 130 

1958 128 

1959 138 

1960 139 

= preliminary 


e = estimated. Based on currently pub- 
lished weekly indicators. 
1New indices of seasonal variation have 


been computed for industrial electric power 
sales and bank debits. 


1Kline, Robert T., “A Measurement of 
General Business Conditions in the City of 
Philadelphia.” Economics and _ Business 
Bulletin, Temple University School of Busi- 
ness and Public Administration, Philadel- 
phia, Pa., September, 1959, pp. 33-40. 
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Comments from the 


The Collegiate Program in Education for Business 
by CHARLES E. GILLILAND, JR. 


Following the publication in 1959 of the two Foundation-sponsored studies 
of collegiate education for business, attention was focused on the problems of this 
area through a series of critical articles appearing in the nation’s press. The 
initial articles undoubtedly were most useful in attempting to provide a broad 
public understanding of the weaknesses in the collegiate program in business. 
Indeed, even articles condemning the program may be helpful in maintaining 
public interest in this very important segment of collegiate education. Without an 
examination of current developments and activities, however, any consideration 
of the collegiate business program will be of limited scope and not entirely repre- 
sentative of many of the undertakings now being offered. 

Of considerable importance to the future development of the collegiate pro- 
gram in business are those articles and studies which attempt to indicate what can 
be done—the direction to be taken to improve the program in business. It should 
not be forgotten that both Foundation studies considered not only the shortcom- 
ings but also the continuation and future development of collegiate education for 
business. A recent article in Business Horizons by Maurice W. Lee? stresses some 
of the positive aspects of recent thought in regard to education for business. Dean 
Lee points out that in the “philosophy of business education now evolving, emphasis 
is laid upon two new roots of business education. One is the foundation in quantita- 
tive methods and the other is that in the behavioral sciences.” 

I} these are two important aspects of the program in business, what is currently 
being done to implement these concepts? 

First, some schools have already integrated considerable mathematical analysis 
into the business program. Other schools are vigorously studying ways and means 
of achieving this objective. Faculty members of schools of business are attending 
Ford Foundation-sponsored programs in calculus and linear algebra in order to 
work more effectively with these tools on business problems. Faculty in the mathe- 
matics departments of colleges are attempting to develop more meaningful courses 
to serve the needs not only of business students but of students in other disciplines 
within the social sciences. 

Secondly, many schools of business are today introducing their students to 
the functional fields of marketing and personnel by considering concepts from the 
academic disciplines concerned with human behavior, including psychology, 
sociology, and cultural anthropology. Indeed, not only are these interdisciplinary 
concepts considered in those courses within the schools of business, but courses 
offered in departments within the liberal arts colleges also are cross-listed in the 
program in business and incorporated as a part of the professional program. 
Research projects are often carried out by teams of faculty members which include 
representatives from each of the basic disciplines. 

Education in business, as represented today in responsible college and uni- 
versities, has gone far beyond the bench marks established by the pioneers in the 
field. With a broadened cultural base and more precise tools, it is dedicating itself 
anew to the task of giving America both a more creative and a more socially effec- 
tive business and industrial community. 

1Robert Aaron Gordon and James Edwin Howell, Higher Education for Business, Columbia 
University Press, New York, 1959, p. 12. Also Frank C. Pierson, The Education of American 


Businessmen, McGraw-Hill Book Co., New York, 1959, p. 13. 


2Maurice W. Lee, “It’s Good to Be in a Business School,” Business Horizons, Indiana Uni- 
versity, Summer, 1960. 
3Ibid., p. 8. 
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